§535.3

(1) A cognovit or confession of judg-
ment (for purposes other than execu-
tory process in the State of Louisiana),
warrant of attorney, or other waiver of
the right to notice and the opportunity
to be heard in the event of suit or proc-
ess thereon;

(2) An executory waiver or a limita-
tion of exemption from attachment,
execution, or other process on real or
personal property held, owned by, or
due to the consumer, unless the waiver
applies solely to property subject to a
security interest executed in connec-
tion with the obligation;

(3) An assignment of wages or other
earnings, unless:

(i) The assignment by its terms is
revocable at the will of the debtor,

(ii) The assignment is a payroll de-
duction plan or preauthorized payment
plan, commencing at the time of the
transaction, in which the consumer au-
thorizes a series of wage deductions as
a method of making each payment, or

(iii) The assignment applies only to
wages or other earnings already earned
at the time of the assignment.

(4) A nonpossessory security interest
in household goods other than a pur-
chase-money security interest.

§535.3 Unfair or deceptive cosigner
practices.

(a) General. In connection with the
extension of credit to consumers after
January 1, 1986, it is:

(1) A deceptive act or practice within
the meaning of section 5 of the Act for
a savings association, directly or indi-
rectly, to misrepresent the nature or
extent of cosigner liability to any per-
son.

(2) An unfair act or practice within
the meaning of section 5 of the Act for
a savings association, directly or indi-
rectly, to obligate a cosigner unless the
cosigner is informed, prior to becoming
obligated, of the nature of his or her li-
ability as cosigner.

(b) Disclosure requirement. (1) A clear
and conspicuous document that shall
contain the following statement or one
which is substantially equivalent, shall
be given to the consigner prior to be-
coming obligated (which, in the case of
open-end credit, shall mean prior to
the time that the cosigner becomes ob-
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ligated for any fees or transaction on
the account):

NOTICE OF COSIGNER

You are being asked to guarantee this
debt. Think carefully before you do. If the
borrower doesn’t pay the debt, you will have
to. Be sure you can afford to pay if you have
to, and that you want to accept this respon-
sibility.

You may have to pay up to the full amount
of the debt if the borrower does not pay. You
may also have to pay late fees or collection
costs, which increase this amount.

The creditor can collect this debt from you
without first trying to collect from the bor-
rower. The creditor can use the same collec-
tion methods against you that can be used
against the borrower, such as suing you, gar-
nishing your wages, etc. If this debt is ever
in default, that fact may become a part of
your credit record.

(2) Compliance with the disclosure
requirement under paragraph (b)(1) of
this section shall constitute compli-
ance with the consumer information
requirement of paragraph (a)(2) of this
section.

(3) If the notice is a separate docu-
ment, nothing other than the following
times may appear with the notice:

(i) The name and address of the sav-
ings association;

(if) An identification of the debt to
be cosigned (e.g., a loan identification
number);

(iii) The date; and

(iv) The statement, “This notice is
not the contract that makes you liable
for the debt.”

§535.4 Late charges.

(@) In connection with collecting a
debt arising out of an extension of
credit to a consumer after January 1,
1986, it is an unfair act or practice
within the meaning of section 5 of the
Act for a savings association, directly
or indirectly, to levy or collect any de-
linquency charge on a payment, which
payment is otherwise a full payment
for the applicable period and is paid on
its due date or within an applicable
grace period, when the only delin-
quency is attributable to late fee(s) or
delinquency charge(s) assessed on ear-
lier installment(s).

(b) For the purposes of this part,
““collecting a debt” means any activ-
ity, other than the use of judicial proc-
ess, that is intended to bring about or
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does bring about repayment of all or
part of a consumer debt.

§535.5 State exemptions.

(a) Upon application to the Office by
an appropriate state agency, the Office
shall determine if:

(1) There is a state requirement or
prohibition in effect that applies to
any transaction to which a provision of
this rule applies; and

(2) The state requirement or prohibi-
tion affords a level of protection to
consumers that is substantially equiva-
lent to, or greater than, the protection
afforded by this rule.

(b) If the Office makes a determina-
tion as specified under paragraph (a) of
this section, then that provision of this
section will not be in effect in that
state to the extent specified by the Of-
fice in its determination, for as long as
the state administers and enforces the
state requirement or prohibition effec-
tively, as determined by the Office.

(c) The Director of Consumer Affairs
in consultation with the Chief Counsel
shall have delegated authority to make
such determinations as are required
under this part 535.
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§536.10 Purpose and scope.

(a) General rule. This part establishes
consumer protections in connection
with retail sales practices, solicita-
tions, advertising, or offers of any in-
surance product or annuity to a con-
sumer by:

(1) Any savings association; or
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(2) Any other person that is engaged
in such activities at an office of a sav-
ings association or on behalf of a sav-
ings association.

(b) Application to operating subsidi-
aries. For purposes of §559.3(h) of this
chapter, an operating subsidiary is sub-
ject to this part only to the extent that
it sells, solicits, advertises, or offers
insurance products or annuities at an
office of a savings association or on be-
half of a savings association.

§536.20 Definitions.

As used in this part:

Affiliate means a company that con-
trols, is controlled by, or is under com-
mon control with another company.

Company means any corporation,
partnership, business trust, association
or similar organization, or any other
trust (unless by its terms the trust
must terminate within twenty-five
years or not later than twenty-one
years and ten months after the death
of individuals living on the effective
date of the trust). It does not include
any corporation the majority of the
shares of which are owned by the
United States or by any State, or a
qualified family partnership, as defined
in section 2(0)(10) of the Bank Holding
Company Act of 1956, as amended (12
U.S.C. 1841(0)(10)).

Consumer means an individual who
purchases, applies to purchase, or is so-
licited to purchase from a covered per-
son insurance products or annuities
primarily for personal, family, or
household purposes.

Control of a company has the same
meaning as in section 3(w)(5) of the
Federal Deposit Insurance Act (12
U.S.C. 1813(w)(5)).

Domestic violence means the occur-
rence of one or more of the following
acts by a current or former family
member, household member, intimate
partner, or caretaker:

(1) Attempting to cause or causing or
threatening another person physical
harm, severe emotional distress, psy-
chological trauma, rape, or sexual as-
sault;

(2) Engaging in a course of conduct or
repeatedly committing acts toward an-
other person, including following the
person without proper authority, under
circumstances that place the person in



